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THE PRESIDENT: Thank you very much. Presdent Schaeuble, | think
that it isan indication of the importance of the topic and the
importance of the World Economic Forum that you have so many leaders
from around the world heretoday. | see, just scanning the audience,
the President of Colombia, the President of South Africa, Chairman
Arédfat, the Prime Minigters of Spain and Turkey and a number of other
leaders.

We have here with me today the Secretary of State, the Secretary of
the Treasury, the Secretary of Commerce, the Secretary of Energy and our
Trade Ambassador. Therée's no one home in Washington to take care of
things. (Laughter.) We have alarge deegation from the United States
Congress here; leeders from al over the world and business; public
life; the leader of the American Union Movement, John Sweeney, whom |
know has spoken to you.

So | think that maybe the presence of al these distinguished
people in the crowd is evidence of the importance of our being here and
shows, in my mind, one of the things we need to determineto do as a

people.

The World Economic Forum has been at it, as you pointed out, for 30
yearsnow. Thething that | have appreciated most about your
deliberationsis your consistent focus on the future. For example, you
gpotted the networking of society before the Internet was out of its
infancy. Both Vice Presdent Gore and my wife, Hillary, have spoken
here; and | am glad, even though | am late, to findly get in on the



act. (Laughter.)

Y our theme, "New Beginnings, Making a Difference,” it ssemsto me,
isthe right theme. What | want to ask dl of you to think about today
IS, what does making a difference and new beginnings mean in an era of
globaization? What are the opportunities? What are the obligations?
What are the hazards? What new beginnings will make a pogtive
difference? And, perhaps the most difficult question of al: do we
have the indtitutiona and organized mechanisms to make them?

Aswe know, in many ways the globa economy was amost as
integrated asit istoday 100 years ago. But after World Wer |, leaders
in the United States and Europe made what &l now recognize were false
and shortsighted choices. Instead of partnership, they chose
protectionism and isolationism. And for decades, globdization went in
reverse -- with utterly disastrous consequences.

After the second war, the leaders were given a second chance. This
time it was clear that what was a stake was not smply the return of
prosperity, but the defense of freedom. They chose the path of economic
and palitical partnership, and set the stage for 50 years of growth
across the globe. No one can serioudy argue that the world would be a
better place today if they had reverted to the old isolationism.

So today, at the start of a new century, the entire world, not
smply Europe and the United States, and the wedlthiest nations of Ada,
the entire world finds itsdlf at a crossoads. Globdization is
revolutionizing the way we work, the way we live and, perhgps most
important, the way we relate to each other across national boundaries.
It is tearing down doors and building up networks between nations and
individuals, between economies and cultures.

The obvious consequence is that we are growing ever more
interdependent, driven to be part of every vital network, understanding
we cannat build our own future without helping others to build theirs.
Today, we know that because of scientific and technologicd advance, we
can change the equation between energy use and economic growth. We can
shatter the limits that time and space pose to doing business and
getting an educetion.

But, the openness and mohility, the flexible networking and
sophisticated communi cations technologies that have made globaization
what it is-- so totally consuming, dl these factors have a'so made us



more vulnerable to some of our oldest problems.

Terrorism, narco-traffickers and organized criminds, they can use
al this new technology, too, and take advantage of the openness of
societies and borders. They present dl of us with new security
chalengesin the new century. The spread of disease; ethnic, racid,
tribal, religious conflicts, rooted in the fear of otherswho are
different -- they seem to find ways to spread in this globdized era.
And the grinding poverty of more than a billion people who live on less
than adollar aday and live for ayear on less than what it coststo
day inanice hotd at night -- they, too, are part of the globalized
world. A few of uslive on the cutting edge of the new economy; too
many of uslive on the bare edge of survivd, without the meansto move

up.

Those who wish to roll back the forces of globalization because
they fear its disruptive consequences | believe are plainly wrong.
Fifty years of experience shows that greater economic integration and
political cooperation are pogtive forces. Those who believe
globalization is only about market economics, however, are wrong, too.

All these new networks must lead to new arrangements that work for
al; that work to spur growth, lift lives, raise standards, both around
the world and within nation.

Now, leaders from business, government and civil society,
therefore, must come together to build a future that can unite, not
divide, us. We must recognize firg that globdization has made us dl
more free and more interdependent. Those of uswho are more fortunate
must be more responsible and work harder to be good neighbors and good
partners. The United States has a specid respongibility in that
regard, because we have been so fortunate in our history and so very
fortunate over the last decade.

| came here today in the hope that by working together we can
actudly find away to create the conditions and provide the tools to
give people on every continent the ability to solve their own problems,
and in so doing, to strengthen their own lives and our globa economy in
the new century.

| would like to make just afew points. Firg, | think we have got
to reaffirm unambiguoudy that open markets and rules-based trade are
the best engine we know of to lift living standards, reduce



environmenta destruction and build shared prosperity. Thisistrue
whether you're in Detroit, Davos, Dacca or Dakar. Worldwide, open
markets do create jobs. They do raiseincomes. They do spark
innovation and spread new technology -- they do, coupled with the
explosion of international communications through the Internet, which is
the fastest-growing network in history.

For example, when | became President seven years ago, there were
only 50 pages on the Worldwide Web. Today, there are over 50 million --
in seven years. Trade broadens the frontiers of possibility for dl of
those who have access to its benefits and the tools to claim them.

As| sad acouple of days ago in my State of the Union Address,
for me there is only one direction forward on trade, and that isto go
on with what we're doing, recognizing thet thisis anew and very
different world, that the idea that we would be better off with less
trade, with less rule-based trade by turning away from our atemptsto
find internationa ways within which we can work together, | think is
dead wrong.

Now, having sad that, what does that mean? Well, for me, it meant
that when, firgt, our neighbors in Mexico and then our friendsin Asa
werein turmoil and crisis, the United States had to keep our markets
open, even though it led to record trade deficits. For me, it means
it's very important to get Chinaiinto the World Trade Organization, to
ensure that Chinas markets are open to us, even as we have our markets
open to China-- and to advance peace and stability in Asa, and
increase the possibility of pogtive changein China

The changes in our markets are only beginning. 'Y ou know, people
have been trading goods across borders as long as there have been
borders. But communications technology and the Internet are expanding
trade in unprecedented ways many of you understand better than I.

Today, everything from data processing to security monitoring to
stockbrokering and advanced degrees can be bought and sold dl over the
world. E-commerce creates enormous potentia for growth anywhere, and
it will continue to do so, if we can resst the temptation to put up

barriers to thisimportant part of our new economy.

Tradeis especiadly important, of course, for developing nations.
Ligten to this -- thisis something that | think people from the
developing nations who oppose the WTO should think about: from the
1970s to the early '90s, developing countries that chose growth through



trade grew at least twice asfast as those who chose not to open to the
world. The most open countries had growth that was six times as fast.

Think about what Japan, or the nations of Southeastern Europe, were
like 50 years ago. They were poor, largely rura societies. Today,
they are prosperous globd leaders, in no small measure because of
trade. Look a South Korea, Mexico or Thailand, which built their
growth on openness -- even after the recent traumas of financia crises,
their national incomes are still more than double the 1970 levels, when
they were more closed. And their gainsin literacy, educetion and life
expectancy aretruly extraordinary, far outpacing countries that chose
not to open to the world.

Certainly, many of the people who have questioned the wisdom of
open trade are genuindy concerned about the fate of the poor and the
disadvantaged, and well they should be. But they should ask themsalves,
what will happen to a Bangladeshi textile worker or amigrant from the
Mexican countryside without the prospect of jobs and industry that can
s to foreign, as well as domestic, consumers? What happensto
farmersin Uruguay or Zimbabwe, in Audtrdia, Europe, the United States,
if protectionism makes it impossble to market products beyond their
borders?

How can working conditions be improved and poverty be reduced in
developing countries if they are denied these and other opportunitiesto
grow, the things that come with participation in the world economy. No,
trade must not be arace to the bottom -- whether we're talking about
child labor, basic working conditions or environmenta protection. But
turning away from trade would keep part of our globa community forever
on the bottom. That is not the right response.

Now, that means, it seemsto me, that we must face another
chdlenge. The second point | want to make is that developing countries
will only regp the benefits of integration in the world economy if the
industriaized countries are able to garner enough domestic support for
policies that are often controversd at home. It iseader for usto
gather here, in vigorous agreement -- and I'm glad you brought Mr.
Sweeney over so we could have an occasiond voice of occasiona
disagreement.

But most of us here agree with everything | just said. Why? Well,
we have seen and persondly fdt the benefits of globdization. But
convincing our publicsto go dong, to go for greater integrationin a



rule-based system which might require them to change further, and might
require some of them, unlike most of us, to change what they do for a
living, remain achdlenge.

How shal we meet it? In the United States, we must overcome
resistance to our ground-breaking trade agreements with Africaand the
Caribbean Basin; even though, if they both pass, their impact on our
economy will be very smdl, while thelr impact on the African nations
that participate and those in the Caribbean will be very large, indeed.
| am determined to pass both measures thisyear, and | think well
succeed, but it's an indication of what kinds of problems every country
faces.

Indeed, you probably have noted this, but one of the most ironic,
and to me, disappointing consequences of our unprecedented prosperity,
which has given us over 20 million new jobsin my country in the last
seven years, isthat it seems to me that protectionist sentiment or
antitrade sentiment, at leadt, is greater now than it was seven years
ago when | took office, in the United States Congress. | want to talk a
little about that today and how it relates to what's going on in other
countries. But we dl have an obligation to work through that nation by
netion.

Part of what countries have to do is to be able to point to what
other countries are doing and to say, well, look what they're doing, we
ought to do this. We ought to do our part. That meanswe are
ggnificantly affected in the United States by the policies of Europe,
Japan and other wedthier countries. | think for its part, Europe
should put its agriculturd subsdies onthetable. If even one-third
of the world's subsidies and tariffsin agriculture were diminated, the
poorest devel oping countries that could export would gain more than $4
billion in economic benefits every single year.

We can dso, | must say, do better in the developed countries if we
are able to make amore forceful case for the value of imports. None of
us do this enough, and | must say, | haven't done this enough. Wedl
go around talking about -- every time we talk about trade agreementsin
our countries, we dways talk about how many jobs will be created a
home because we're opening markets abroad. And we make ourselves
vulnerable to people who say, but it may not reduce the trade deficit,
and look how higitis

So | just want to say, | wish everyone here would look at



yoursalves and ask yoursalvesif you are wearing anything made in a
country other than the country where you live.

There are benefits to imports. We don't just do afavor to
developing countries, or to our trading partners in developed countries,
when we import products and services from them. We benefit from those
products. Imports stretch family budgets; they promote the well-being
of working families, by making their dollars go further; they bring new
technology and ideas; they, by opening markets, dampen inflation and
Spur innovetion.

In afew days, we will have the longest economic expangon in the
history of the United States. | am convinced one of the reasons that it
will happen is that we have kept our markets open, even in tough times,
50 that there has always been pressure to keep inflation down as we
continue to generate jobs and growth. | am convinced of it. And those
of usin wedthier countries need to make the case that even when we
have trade deficits, if were growing jobs and we're gaining ground, and
the jobs are growing in areas that pay better wages, we are getting the
benefits of imports. | think al people in public life have been
insufficiently willing to say that. And we must do more.

The third point | would like to make is that we Smply cannot
expect trade aone to carry the burden of lifting nations out of
poverty. It will not happen. Tradeis essentid to growth in
developing countries, but it is not sufficient for growth in developing
countries. Sustained growth requires investment in human capitd,
education, hedlth care, technology, infrastructure. Particularly in an
economy that runs more and more on brainpower, no investment pays off
fagter than education. The international community has set 2015 asa
target for giving every child access to basic education. 1I'm asking our
Congress for more funding to help nations get more children out of work
and into schoal. | hope othersin the public and private sectors will
joinus.

Each year in the developing world, we see millions of liveslost
and hillions of dollars lost -- dollars that could be spent in many more
productive ways to killer diseases like AIDS, maaria and tuberculosis.
Last year in Africa, AIDS killed more people, ten times more, than all
thewarsdid. We have the technology to find vaccines for those
diseases. We have medications that can lengthen and improve the qudity
of life



But let'sface afact. The pharmaceuticd industry has no
incentive to develop products for customers who are too poor to buy
them. | have proposed atax credit to say to our private industry: if
you will develop these vaccines, well help to pay for them. | hopethe
World Bank, other nations and the corporate world will help usin
mesting this chdlenge. If we could get the vaccines out to the people
who need them in time, we could save millions and millions of lives, and
free up billions of dollarsto be invested in building those lives,
those societies, into strong, productive partners -- not just for trade,
but for peace. (Applause.)

We can dso hdlp countries help themsdves by lifting their
crippling burden of debt, so they'll have more to invest in their people
and ther future. The Cologne debt initiative commits usto reducing
the foreign debt of the world's poorest and most indebted nations by as
much as 70 percent. Last fal, | pledged that the United States would
forgive 100 percent of the debts those countriesoweto us. Thisyear,
| will work to fund our share of the multilateral debt rdief. | am
pleased that o many others have made smilar pledges, and look forward
to the firgt countries benefiting from this initiative very soon. If we
keep working on this, expanding it, and we dl pay our far share, we
can turn avicious cycle of debt and poverty into a virtuous cycle of
development and trade.

Thelagt point I'd like to make on thisis, | think the developed
countries who want an open trading system that has the trust and
confidence of developing countries should aso contribute to indigenous
trade, which may not be directly related -- excuse me, indigenous
economic development, which may not be directly related to trade. Just
for example, the United States Agency for Internationa Development each
year funds about 2 million micro-enterprise loans in poor communities in
Africa, Asaand Latin America

| will never forget going to small villagesin Senegd and Uganda,
and seeing people who had gotten their first business loan -- sometimes

assmdl as $50 -- show me their businesses, show me the people they
were doing business with in their villages, who has dso gotten such
loans. I'll never forget the man in Senegd who was this designated
village accountant, making me wait outsde his front door while he went
into his house to bring me back dl of the accounts he had carefully
kept for the last month, to prove that the money we were investing was

being soent wisdly.



Does this have any direct impact on international trade? Of course
not. Did it make that society stronger? Did it make the economy
gronger? Did it incresse the stability and long-term prospects of the
nation? Of courseit did. So| believe we should al be thinking about
more we can do on the indigenous economic devel opment issues.

The President of Colombiais here. I've asked the Congress to pass
avery ambitious program to try to help Colombia ded with the
narco-traffickers and the guerrillas and dl the problems that he faces
-- perhgps the oldest democracy in Latin America. But one part of it is
for economic development. It is one thing to tell people they should
stop growing crops that can be turned into drugs that can kill our
children, and quite another to tell people, if you do this, by the way,
here's away to support your children.

And o | think that we can never lose Sght of the fact that if we
want to build an integrated economy with more and more trade, we have to
build an economy from the grass-roots up in places that want to have a
balanced, stable society.

The fourth point | would make is that developed and developing
countries dike must ensure that the benefits of trade flow widedly to
workers and families within our nations. Industridized nations must
see that the poor and those hard hit by changes are not Ieft behind.

And dl nations need to ensure that workers have access to lifelong
learning benefits, they can move between jobs without being unemployed
for too long and without having their standard of living dropped.

We have to work with corporate leaders to spur investment also in
the people and places that have been left behind. We have to find anew
markets within our own nation. For example, | will tell you something
that might surprise many of you. The nationd unemployment rate in the
United Statesis 4.1 percent. On many of our Native American Indian
reservations the unemployment rate is about 70 percent. Inisolated
rurd areasin America, the unemployment rate is sometimes two, three,
four times as high as the nationa average.

So we have not figured out how to solve this. When you have these
eyesores in a country, when the development is not even, they can easly
become the symbol with which those who do not want us to open our
markets more and build a more integrated world, can use to defeat our
larger designs, even if they'reright.



And as | said to the American people in Congress a couple of nights
ago, we in the United States, | think, have aterrificdly heavy
respongbility to reach out to our poor communities, because we've never
had an expanson thislong; and if we can't help our people now, we will
never get around to it. 1 am convinced that even though this has
nothing directly to do with trade, if we succeed, we will build more
support for amore integrated, globa economy.

Leaders of developing nations have their responsibilities as well
-- to narrow the gap between rich and poor, by ensuring that government
ingtitutions are open and accountable, honest and effective, so they can
get foreign investment, have widdy-shared growth, uproot corruption and
solve socid problems. Thereisalimit to what wealthy nations can do
for people who will not take the necessary steps to make their own
societieswork. Even in this heyday of globd free enterprise, many
people suffer not because their governments are too strong, but because
their governments are too wesk.

Fifth, since globdization is aout more than economics, our
interdependence requires us to find ways to meet the challenges of
advancing our vaues without promoting protectionism or undermining open
trade. | know that the words "labor and environment™ are heard with
suspicion in the developing world when they are uttered by people from
the developed world. | understand that these words are code for
rich-country protectionism.

So let me be as clear as possible on this. We shouldn't do
anything to stunt the economic growth and development of any developing
nation. | have never asked any developing nation, and never will, to
give up amore prosperous future. But in today's world, developing
countries can achieve growth without making some of the mistakes most
developed countries made on worker protection and the environment as we
were on our path to indudridization. Why isthat? Why can they get
richer without doing the same things we did? And since, when countries
et richer, they lift labor standards and clean up the environment, why
do we care? | think there are two answers to that.

First, the reason they can do it isthat the new economy has
produced scientific and technological advances that absolutdly disprove
the old ideas about growth. It is actualy now possible to grow an
economy fagter, for example, with a sengble environmenta policy, and
by keeping your kids in school instead of a work, so that you build
more brainpower, to have more rapid, more long-term, more baanced



growth.

Secondly, we dl have an interest, particularly in the
environmenta issue, because of globa warming, because of greenhouse
gas emissions, and because it takes somewhere between 50 and 100 years
for those emissonsto go away out of our larger aamosphere. So if
thereisaway for usto find a path of development that improves,
rather than aggravates, the difficulties we have with climate change
today by reducing rather than increasing greenhouse gases, we are dl
obligated to do it.

That iswhy, after the Kyoto Protocols, | recommended to dl the
advanced nations that we engage in emissons trading and vigorous
investment of new technologies in developing countries, with an absolute
commitment to them that we would not ask them to dow their economic
growth.

Wewill see, within the next few years, automobiles on the streets

al over the world that routinely get somewhere between 70 and 90 miles
agdlon. In South America, many countries run on ethanol instead of
gasoline. The big problem isthat the conversion is not very good; it
takes about saven gallons of gasoline to make eight gallons of ethanol.
Within a matter of a couple of years, scientists dmost certainly will
unlock the chemica block that will enable usto produce eight gdlons

of fud from farm products or grasses, or even farm waste, likerice

hulls, for one gdlon of gasoline. When that hagppens, you will see

people driving cars that effectively are getting 400 or 500 milesto the
gdlon of gasoline.

These things are before us.  All these technologies should be
disseminated as widely as possible, as quickly as possible, so that no
nation gives up any growth to be aresponsible environmentd partner in
the world.

And on the human development sde | will say again, the globdized
economy prizes human development above dl dse. It isin thelong-term
and the short-term interests of developing countries not to abuse their
workers, and to keep their children in school.

Now, do we have al the answersto this? No, partly because the
circumstances and the possibility, even for trade engagement, from
nation to nation vary so much; but partly because we don't have more



forums like this within which we can seek common understandings on
worker rights, the environment and other contentious issues.

We have suggested that the Committee on Trade and the Environment
be invited to examine the environmenta gpplications of WTO negotiations
in sessons where developing countries form the mgority. We cannot
improve cooperation and mutua understanding unless we talk abot it.
That is our mativation -- that is our only motivation -- in seeking to
open adiscussion about the connections between labor and trade and
development, in the form of anew WTO working group.

And | will say thisagain: the consegquence of running away from an
open diadogue on a profoundly important issue will be -- it won't be
more trade, it'll be more protection. The consequence of opening up a
didogue and dedling honestly with these issues will show that in the
new economy, we can have more growth and more trade, with better
trestment for people in the workplace and more sensble environmenta
palicies. | believe that; you have to decide if you bdlieve that.

My experiencein life-- and I'm not as young as | used to be --
let mejust say, a Thanksgiving a Six-year-old daughter of afriend of
mine asked me how old | was. She looked up at me and she said, how old
areyou, anyway? And| sad, I'm53. Shesad, that'salot.
(Laughter.)

Well, it looks younger every day to me. But | havelived long
enough to know this: in the words of that dogan that people my
daughter's age aways use, denid is not just ariver in Egypt.
(Laughter.) And the more we hunker down and refuse to devote time
systematicdly to discussing these issues and |etting people express
their honest opinion, the more we are going to fud the fires of
protectionism, not put them out. We have to make some ingtitutiond
accommodation to the fact thet thisis a part of the debate surrounding
globdization.

Now, | fed the same way about labor standards. And thereisa
win-win gtuation here. Let me just give you one example. Wehad a
pilot program through our Agency for Internationa Development, working
with the garment industry in Bangladesh to take children out of
factories and put them back in schools. The program got kidsto learn,
and actudly boosted garment exports, and gave jobs to adults who would
otherwise not have had them.



We can do more of thisif we lower the rhetoric and focus more on
results. Common ground means asking workersin developed countries to
think about the future of workersin Asia, Africa, or Latin America. It
means governments finding the courage to rise above short-term political
interest. It means corporations taking responghility for the effects
of their actions, whether they're in an African deltaor aNew Y ork
high-rise. 1t means anew, more active idea of corporate
responsbility, stepping up to the plate to pay for vaccines or educate
anew generation of workersin another country as a part of the
globdization economic drategy.

Findly, let me say that the lessons from our history are clear:
we il -- we must support the rules-based system we have, the WTO,
even as we seek to reform and strengthenit.

| think those who heard awake-up cal on the Streets of Seettle
got the right message. But those who say that we should freeze or
dishand the WTO are dead wrong. Since World War 11, there have been
eight separate rounds of multilateral trade negotiations -- hundreds of
trade agreements signed. What's happened? Globa trade has increased
fifteen-fold, contributing to the most rapid, sustained and, yes, widdy
shared growth ever recorded.

Thereis no subgtitute for the confidence and credibility the WTO
lends to the process of expanding trade based on rules. Theré's no
subdtitute for the temporary rief WTO offers nationa economy,
especialy againgt unfair trade and abrupt surgesin imports. And there
is no subgtitute for WTQO's authority in resolving disputes which
commands the respect of al member nations. If we expect public support
for the WTO, though -- I'll get back to my main point -- we've got to
get out of denid of what's hgppening now.

If we expect the public to support the WTO theway | do -- and |
think amost dl of you do -- we have to let the public see what were
doing. We have to make more documents available, faster, we have to
open dispute pand hearings to the public, we have to dlow
organizations and individuds to panel ther viewsin aforma way. And
we dl haveto play by the rules and abide by the WTO decisons, whether
we win or whether we lose.

Let me be clear: | do not agree with those who say we should halt
the work of the WTO, or postpone anew trade round. But | do not agree
with those who view with contempt the new forces seeking to be heard in



the globd didogue. Globaization is empowering people with
information, everywhere.

One of the mogt interesting things | did on my trip to Chinawas
vidgt an Internet cafe. The more people know, the more opinions they're
going to have; the more democracy spreads -- and keep in mind, more than
haf the world now lives under governments of their own choosing -- the
more people are going to believe that they should be the masters of
their own fate. They will not be denied access. Trade can no longer be
the private province of paliticians, CEOs, and trade experts. It istoo
much a part of the fabric of globa interdependence.

| think we have to keep working to strengthen the WTO -- to make
sure that the internationd trade rules are as modern as the market
itsdlf; to enable commerceto flourishin al sectors of the economy,
from agriculture

to the Internet. | will keep working for a consensus for a new round --
to promote development, to expand opportunity, and to boost living
gandards dl around the world. We will show flexibility, and | ask our
trading partners to do the same.

But | would like to just close by trying to put this dilemmathat
you've dl been discussing, and that was writ large in the Streets of
Sesttle, in some context. Now, keep in mind, arguably alot of the
demondtrators in Seettle have conflicting objectives themsdves, because
of the interests that they represented. The thing they had in common
was, they fdt that they had no voice in aworld that is changing very
rgpidly. So | want to make two observations in closing.

Number one, we should stop denying that there isin many places an
increase in inequality, and we should instead art explaining why it
has happened and what we can do about it. Every time anational economy
has seen amgor change in paradigm, in the beginning of the new economy
those that are well-positioned regp great gains, those that are uprooted
but not well-positioned tend to suffer an increase in inequdity.

In the United States, when our economy, the center of our economy
moved from farm to factory 100 years ago -- and many people left the
farm and cameto live in our cities, and many people from your countries
came to our shores and were living in unbelievably cramped conditionsin
tenement housesin New York City and esewhere, working long hours,
breathing dirty ar. Therewas abig increase in inequdity, even



though there was an increase in wedth, in the beginning. Why? Because
some people were well-positioned to take advantage of the new economy,
and some people weren't.

But then political and socid organizations began to develop the
indtitutions which would intermediate these inequdities. And the
economy itsaf began to mature and disperse the benefits more broadly,
and inequaity went down. When we saw, beginning about 20 years ago in
most advanced economies, a shift from the industrial economy to the
digita economy, in many places there was an increase in inequdity. In
our country, we had a 25-year increase in inequaity, which ssemsto
have halted and been reversed only in the last two to three years.

So apart of thisis the change in the paradigm of the globa
economy which puts a huge, huge, huge premium on education, skillsand
access to information technology, which is even more burdensome to
developing economies seeking to come to grips with these challenges.

Now, having said that, it should be obviousto dl that the last
thing in the world we want to do is to make the globa economy less
integrated, because that will only dow the trangtion to the digital
economy in the poorest countries or in the poorest neighborhoods of the
wesdlthy countries.

The answer isto look what happened in the trangtion from the
agricultura economy to the industria economy, develop a 21t century
verson of that, and get it done much, much faster -- not to run to the
past, but not to deny the present.

The second point I'd like to make isthis. We have a
well-developed WTO for dedling with the trade issues. We don't have
very wdl-developed indtitutions for dealing with the socid issues, the
environmentd issues, the labor issues, and no forum within which they
can dl beintegrated. That's why people are in the Streets; they don't
have anyplace to come in and say, okay, heréswhat | think and herée's
the contribution | have, here's the beef | have, how are we going to
work al thisout.

That'swhy you're dl here talking about it. That's why you've got
arecord crowd here. And we dl know thisintuitively. So | think if |
could offer any advice, there are -- there's thousands of times more
experience and knowledge about dl these things in thisroom than | have
inmy head. But | do understand alittle bit about human nature, and a



little bit about the emerging process of freedom and democracy. We have
got to find ways for these matters to be dedt with that the people who
care about them believe are legitimate. And we cannot pretend that
globaization isjust about economics and it's over here, and dl these

other things are very nice, and we will be very happy to see somebody
over here somewhere talk about them.

Y ou don't live your life that way. Y ou don't wake up inthe
morning and sort of put al these barriersin your head and -- you know,
itsdl integrated. It'slikel say, weve got the Chairman of the
Pdegtinian Authority here, were working very hard to find a
comprehensive peacein the Middle East. We can't find that peace if we
say, well, heréswhat were going to do on these difficult issues and,
oh, by the way, there's economics, but it's over here and it doesn't
have anything to do with it. We haveto put al these things together.

So | ask you, hep usto find away, firg, to explain to the
skeptics and the opponents of what we believe in why there is some
increasein inequdity as aresult of an economic changethat is
basicaly wonderful, and has the potentid -- if we make the changeswe
should -- to open possibilities for poor people dl over the world that
would have been undreamed of even 10 years ago. And, second, find away
to let the dissenters have their say, and turn them into constructive
partners. If you do that, we will continue to integrate the world
economicaly, and in terms of politica cooperation.

We have got achanceto build a 21t century world that walks away
not only from the modern horrors of terrorists and bio and chemica
terrorism and technology, but away from ancient racid, religious and
tribal hatred. Growth isat the center of that chance. It gives people
hope every day. But the economics must be blended with the other
legitimate human concerns. We can do it -- not by going back to the
past, but by going together into the future.

Thank you very much. (Applause)

Q Mr. President, | can tell you, and the applause has shown you
what support you have for your pleafor an open, rules-based trading
system and for globdization. But at the same time, what we take home
and what suddenly will influence our discussons very much over the next
days, | think we have -- and we are dll aware here in this hall -- that
we have to change our attitudes, and that we have to creete this human
and socid dimension to globdization. It'sin our own interest, and



your speech, | think, will be reminded and will be trandated into the
necessary action.

Now, Mr. President, just two questions. Thefirst one: In your
reference to free trade and the WTO, you didn't mention China. And my
questionis --

THE PRESIDENT: Yes, | did.
Q You mentioned it --

THE PRESIDENT: 1 did, but | don't have -- | speak with an accent,
S0 -- (laughter) --

Q No, no. (Laughter and applause.)
THE PRESIDENT: | did, but I --

Q The question which | would liketo raiseis, will you actudly
raly the support in your country and internationaly, to get China
integrated into the WTQO?

THE PRESIDENT: 1 think so. Inthe United States, in the Congress,
there are basically two blocks of people who oppose Chinas onto
the WTO. There are those who believe we should not do it because even
though -- everyone hasto recognize, if you look at our trade deficit
with China, everyone recognizesit's huge -- by far, the biggest part of
our trade deficit. Everyone recognizes that we have kept our markets
open to China, and that if we had greater access to Chinese markets, it
would be agood thing for us. So no one could serioudy argue that the
openings from agriculture and for other opportunities are massve, and
that it would mean more to the United States than any other country
since we buy -- we're about 22 percent of the world's economy and every
year we buy between 33 and 40 percent of al Chinas exports, and we
have amgor, mgor trade deficit.

On the economic argument, the people who are againg it say, yes,
that may betrue, but if you put Chinainthe WTO, it'sbascdly a
protectionist country and then Americawill never get any red action on
labor and environmenta standards and dl that because China will thwart
every reform we want. That's what people say.

Then, there is another group of people that don't want to vote for



it because of the actions the Chinese have taken to try to preserve

dability a the expense of freedom. They bdieve that even if Chinds
economy has grown more open, political crackdowns, crackdowns against
the Falun Gong and others have gotten more intense, more open, and that
it puts the lie to the argument that integrating Chinainto the

international system will lead to a more open, more democratic, more
cooperative China Those are basicdly the two arguments that will be
made.

Those both rate serious issues, but | think it would be a mistake
of monumenta proportion for the United States not to support China's
entry into the WTO. (Applause) | believe that because, again, my
experienceis that you're dmost 100 percent of the time better off
having an old adversary that might be a friend working with you, even
when you have more disagreements and you have to stay up alittle later
a night to reach agreement, than being out there wondering on the
outside wondering what you're doing and being absolutely sure whatever
itisit'snot good for them.

S0 | beieve that having them in the WTO will not only pad the
economic benefits for the United States and other countries | mentioned,
but will increase the likelihood of positive change in Chinaand,
therefore, sability throughout Asa.

Let me say, you know, Chinaand Russia both are till going through
big trangtions. The Russan economy is coming back alittle better
than most peoplethink it is. No one knows what China and Russawill
be like 10 years from now for sure, and you can't control it, unless
you're Chinese or Russan; but you can control what you do. And | don't
know about you, but 10 years from now, whatever happens, | want to know
that | did everything | could to increase the chance that they would
make good choices, to become good, congtructive neighbors and good,
condructive partnersin the globa community.

Y ou know, we don't agree with the Russian policy in Chechnya, but
we've gotten rid of 5,000 nuclear weapons, and we got our soldiers
working together in the Bakans. So | think the argument -- we've got
to try to have these big countries integrated, for the same reason we
have to keep trying to work with India and with Pakistan to resolve
those difficulties and get them fully integrated.

At every turn, we have to ask oursdves -- we cannot control what
other people do, we can only control what we do. But when dl issaid



and done, if it works out well or it works out poorly, we want to know
that we have done everything we possibly could to give people a chance
to make good decisons. And that's what drives me, and that's why were
going to do everything we possibly can -- under the leadership of
Secretary Ddey, who's going to coordinate our efforts to implement the
agreement that our trade ambassador, Charlene Barshefsky, negotiated --
we're going to try everything we can to get China permanent trading
status so we can support their entering the WTO. And my guessisthat
well doit. But it'sgoing to be abig fight, and you can watch it

with interest, and | hope with support. Thank you. (Applause.)

Q Mr. President, you mentioned debt relief in your speech, and you
aso mentioned it in your State of the Union message. Do you think the
G-7 areredly doing enough in this respect?

THE PRESIDENT: No, | don't. But if we do -- I'm trying to focus
on doing what we promised to do. And again, let metell you what the
debateis. We had an intense effort, in the last session of Congress,
to pass what the Congress was findly, at the end of the session, good
enough to do, and do on a bipartisan basis -- | want to give credit to
the Republicans, aswell as the Democrats, who voted for this -- to
support our forgiving 100 percent of our bilateral debt for the poorest
countries. And were going to have another intense debate to support
our contributions to the multilateral debt reduction effort, which is
even more important.

The debate at home -- basically, the people who are againgt this
are old-fashioned conservatives who think when people borrow money they
ought to pay it back, and if you forgive their debt, well, then, no one
else will ever loan them money, because they'll think they'll have to
forgive their debt, too. There's something to that, by the way.

There's something to that. In other words, when we get into
negotiations of whether debt should be rescheduled or totaly forgiven,
there are many times -- when | have confidence in the leeder of a
country, and | know they're going in the right direction, | would amost
adways rather forgiveit -- assuming | could get the support in Congress
to do so.

But we do have to be sengtive to the way the world investor
community views dl these things, so that when al issaid in done,
countries that genuinely will have to continue to borrow money can get
the money they need. But with that cavest, | favor doing more, and more
than the Cologne debt initiative. But my experienceis, we do these



things on a step-by-step basis. We dready have broadened the Cologne
debt initiative, and were going to broaden it again. And | think if we

get the Cologne debt initiative done and it works, and people see that

it works, then we can do more.

But it isredly, it is quite pointless, it seemsto me, to keep
these poor countries trapped in debt. They're having to make debt
service payments, which means that they can't educate their children,
they can't ded with their hedlth care problems, they can't grow their
economy, and therefore they can't make any money to pay their debts off
anyway. | mean, it'satotaly self-defeating policy weve got now.

So | would like to see us do as much as possible, but at the same
time, | want to remind you of another point | made. A lot of countries
suffer not because they have governments that are too strong, they
suffer because they have governments that are too weak. So we have to
keep trying to build the governance capacity for countries so when they
get their debt relief, then they can go forward and succeed. So | don't
think you should forget about that, elther.

All of us have ared obligation to try to help build capacity so
our friends, when they get the rdief, can make the mogt of it.

Q Mr. President, to conclude our session, you have in front of you
the 1,000 most influentid business leaders. What would be your single,
maost important wish towards them, at this moment?

THE PRESIDENT: My most important wish is that the globa business
community could adopt a shared vision for the next 10 to 20 years about
what you want the world to look like, and then go about trying to creste
it in ways that actually enhance your business, but do so in away that
hel ps other people as well.

| think the factor about globalization that tends to be
under-gppreciated is, it will only work if we understand it genuinely
means interdependence. It means interdependence, which means we can,
none of us who are fortunate can any longer help oursdves unlesswe are
prepared to help our neighbors. And we need a more unifying, more
inclusve vison. Once you know where you're going, it'salot esser
to decide what stepsto take to get there. If you don't know where
you're going, you can work like crazy and you would be waking in the
wrong direction.



That'swhy | think this forum is so important. Y ou need to decide.
The business community needs to decide. Y ou may not agree with anything
| said up heretoday. But you have to decide whether you redly agree
that the WTO is not just the province for you and me and the trade
experts. You have to decide whether you redlly agree that globadization
is about more than markets done. Y ou have to decide whether you redly
agree that free markets, even in an age of free markets, you need
confident, strong, efficient government. 'Y ou have to decide whether you
redlly agree that it would be a good thing to get the debt off these
countries shouldersif you knew and could require that the money saved
would go into educating children and not building weapons of
destruction.

Becauseif you decide those things, you can influence not only the
decisons of your own government, but how dl these internationa
bodies, including the WTO, work. So the reason | came dl the way over
here on precious little deep, which probably undermined my &bility to
communicate today, isthat collectively, you can change theworld. And
what you are doing here isamirror image of what people are doing al
over theworld. Thisisanew network.

But don't leave the little guys out. Y ou know, | come from a
little town in Arkansas. | was born in atown of 6,000 people, ina
date that's had an income just about half the nationd average. 1've
got a cousn who livesin Arkansas -- hes asmdl businessman, he works
for asmadl business -- who, two or three times aweek, plays chesson
the Internet with aguy in Audrdia

Now, they've got to work out the times. How they do that, | don't
know. (Laughter.) But the point | want to make to you is, he thinks he
knows as much about his life and hisinterests and how he relates to the
Internet and the world, as| do. He thinks he knows just as much about
hisinterests as his Presdent does, who happens to be his couain.

So we need these networks. And you are in an unbelievably unique
position. So my onewish for you -- you might think I'd say Chinaor
this or that and the other; it's nothing specific -- develop a shared
vison. When good people, with greet energy, have shared vison, dl
the rest works out.

Thank you very much. (Applause))

END 740 AM. EST



